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CHAPTER I 



INTRODUCTION 

The Military Sea Transportation Service: What is it? What are its 

functions and how does it perforin theia? What are the effects of the Industrial 
Fund on its operations? What role has the Comptroller in its scheme of things? 
Answers to these questions and a host of similar ones that may naturally arise 
in the mind of someone interested in the Military Sea Transportation Service 
(MSTS), for instance an officer ordered to duty there* is the objective of this 
dissertation. It is considerably more comprehensive than the thumbnail sketched 
commonly associated with employee indoctrination courses prepared by industrial 
relations divisions. Rather, it attests a more thorough orientation, a point 
of departure for the person who desires, or by reason of duty must, more fully 
acquaint himself with the ramifications of a "shipping firm” of the magnitude 
of the Military Sea Transportation Service. Admittedly these pages rather 
heavily emphasize the financial aspects of the business, although not to the 
neglect of historical background or operations which serve to give life and 
meaning to the dollar signs on financial statements. This bias is deliberate— 
it is the significant contributions of the Navy Industrial Fund to MSTS opera* 
tions that this dissertation particularly wishes to explore. 

Events leading to the establishment of MSTS are reviewed in appropriate 
detail on the theory that every effect has its cause; it will be seen that the 
birth of MSTS is no exception. Logically the next step is to examine the body 
of the being that has been created. So the organization of MSTS is discussed, 
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first from the standpoint of the milieu or environment in which it lives, then 
its brain, then its nervous system. To carry the metaphor just one step fur- 
ther, the organization's muscular extremities, the fleets and their operations, 
are examined; this concludes the descriptive background material deemed nec- 
essary to a better understanding of the far less dramatic but nonetheless 
essential financial management functions. 

The last three chapters deal successively with the detailed policies 
and procedures of the Industrial Fund, the functions and responsibilities of 
the Comptroller and his Office, both at Headquarters, Washington, 0. G, and in 
the Area Conoaands, and lastly with the manifold and important contributions 
of the Industrial Fund operation to better management ami reductions in costs 
throughout the MSTS organization and system. 



CHAPTER II 



DESCRIPTIVE HISTORICAL REVIEW 
Military Sea Transportation Prior to MSTS 
The Early Period 

The Aaerican Revolution and the War of 1812 . — The carrying of troops 
overseas, the transportation of cargo, both in support of troops and for al- 
lies, and the return shipping of imports for military production and essential 
civilian requirements are three of the most important functions of military 
transportation. Only the latter played much of a role during the first two 
wars of the United States. 

The Colonies were pitifully short of critical military supplies and 
other military essentials. Those privateers and merchants who continued to 
operate ships in normal trading ventures were a boon to General Washington and 
the Congress. They did much to ease the logistics problem. During the War of 
1812 they captured prizes and cargoes valued at almost 40 million dollars. 

While the Quartermaster's Department of the Continental Congress of 
necessity relied chiefly upon overland transportation for the movement of equip- 
ment and supplies during the American Revolution, there were occasions when 
such modes of transportation were rendered impossible by muddy spring and au- 
tumn roads. During these periods, the Army had to resort to water transporta- 
tion, generally by means of small craft operating in inland waterways and along 
the seacoast. Small boats were also used in transporting troops, supplies, 
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and provisions to Canada in 1776. In the War of 1012 the Army found use for 
water transportation in the campaigns around the Great Lakes and northern 
rivers. Small vessels were used extensively in this region of few roads to 
carry troops, equipment and supplies. 

The Mexican War .— -This war saw our first amphibious operation. The 
Army was called upon to invade an enemy territory by sea. A large number of 
oceangoing ships were required, bit the then prosperous American merchant marine 
was easily capable of satisfying the demand, albeit at extraordinary cost to 
the Quartermaster General of the Army and the taxpayers. The concentration of 
troops in defense of Texas meant the debarkation of troops and heavy stores by 
lighter at points along the coast devoid of suitable harbors, hence the high 
charter costs for the heavy transports chartered for this dangerous service. 

The landing at Vera Cruz, Mexico, on March 9, 1647, also required the charter 
or purchase by the Army*s Quartermaster General of 102 ships and 201 scows, 
life and surf boats. 

After the war the Quartermaster General suggested that the Navy should 
operate all transports for the Army . Thus, over ninety-nine years ago the 
germ was planted that eventually grew into the Military Sea Transportation 
Service (MSTS). The suggestion was in recognition of the fact all too obvious 
to the Quartermaster General that he was constantly "embarrassed by the want of 
that practical knowledge which nautical men only possess." Though the Army 
continued to charter ships for water transportation, such as in 1650 for use in 
operation against the Seminole Indians in Florida and for support of the mili- 
tary establishments in California until 1869 when the first transcontinental 
railroad was completed, nothing came of the suggestion. 
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The Middle Period 

The Civil War . — Military movements by water were quite extensive during 
this war between the States. Hundreds of vessels, both purchased and char- 
tered, were employed by the Army for the transportation of men and supplies. 
Grant's campaign in the upper Mississippi was largely supported by river 
transportation. In the year 1865 the Quartermaster's Department employed 719 
ships, 91 river steamers, 352 barges, 139 boats and 17 miscellaneous pieces 
of floating equipment— a sizeable fleet. 

From the beginning of the Civil War the railroads also were extensively 
used by the Army to satisfy its requirements for troop and materials movement. 

In fact, demobilization of the Armies of the West and of the Potomac were 
accomplished by this new mode of transportation. So, following the defeat of 
the Confederacy, the Army took immediate action to dispose of the major por- 
tion of its fleet. During the remaining period of the nineteenth century, or 
until the war with Spain in 1698, the Army had no need for water transpor- 
tation. It had become an "Indian-fighting Army." 

The Spanish-American War .— The war with Spain introduced a new consid- 
eration into the problems of military water transportation— the necessity of 
maintaining large forces overseas in combat operations. The Army was faced 
with the problem of conducting the Cuban and Puerto Rican campaigns in the 
Caribbean and the Philippine campaign in the Pacific. The Navy, too, had 
serious problems in both oceans. Commodore Perry found himself in Hong Kong 
without a single auxiliary ship to support him in his subjugation of the Spanish 
force at Manila Bay. The blockade of Cuba and the destruction of Cervera's 
fleet off Santiago required the support of naval forces constantly at sea. 
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These were new logistics problems to the Navy, new in spite of the fact thit 
the modern iron and steam ships were known to be heavily dependent upon ex- 
ternal means of support, much more so than the sailing ships of the old fleet. 

While the Army had had some experience in the transportation of troops, 
equipment and supplies via water, as we have seen, this experience had been 
gained during war. No peacetime operational experience existed and the know- 
how acquired from previous wars had been largely forgotten. The Quartermaster 
had only ten small harbor craft and was in no position to move sizeable incre- 
ments of men and materials overseas. The merchant marine this time was unable 
to come to the rescue. Between the transition from sail to steam, the ravages 
of the Civil War and the nation's preoccupation with internal development after 
the Civil War, the once large and proud merchant fleets had dwindled away. In 
1895 they carried only ten percent of the exports of the United States. This 
meant that the Army had to supply its own sea transportation services, even to 
the extent of purchasing foreign shipping to supplement the meager domestic 
supply of ships. 

By July, 1898, sufficient tonnage had been assembled through charter 
and purchase to transport only about 16,000 men instead of the 25,000 orig- 
inally planned. These ships were poorly adapted for such service, being poorly 
ventilated and hastily converted. No adequate facilities existed for landing 
the troops or their equipment. President Roosevelt vividly described the al- 
most unbelievable confusion at Port Tampa where he embarked his Rough Riders. 
What chaos can occur in the absence of staff planning and foresight was amply 
demonstrated by this fiasco. Fortunately, the overcrowded transports accom- 
plished their mission, thanks to a calm sea and feeble Spanish resistance. 

Nineteen troopships were assembled at San Francisco for the Philippine 
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expedition in May, 1898. These were composed of 17 chartered and 2 purchased 
steamers, converted for the purpose. These were far superior to the ships 
assembled in the Atlantic. Because of the greater distances to travel, greater 
care was taken in their conversion. A constant flow of troops and supplies 
contributed to the complete pacification of the Philippines. 

In July, 1898, a Division of Transportation was established in the 
Quartermaster* s Department, which later was divided into two branches, one for 
the control and supervision of railroad transportation, and one for water 
transportation. In August of the same year the Army Transport Service was 
created under the latter branch. 

The Navy, too, had to purchase and convert steamers, into colliers in- 
stead of troop transports, and provide them with crews and officers. To cope 
with the problem of supporting its combatant ships on station, the Navy estab- 
lished the Collier Service in 1898 under the administration of the Bureau of 
Equipment. Six ships were purchased in the United States at exorbitant prices, 
rapidly fitted out, and dispatched to the Fleet in the Atlantic with cargoes 
of coal. Later additional colliers were purchased abroad at fairer prices, 
until a total of 15 ships were operating in the service. 

The Period between the Kars .— At the conclusion of the Spanish-American 
Wars, the United States found itself something of a colonial power, possessing 
outlying posts and stations. Such outlying possessions required supplies and 
replacements on a regular basis, which meant the continued operation during 

peacetime of auxiliary ships. Because of the difficulty of manning auxiliary 

with 

ships with regular officers and men, the Navy contracted/the merchant casters 
to supply crews for the colliers. It is interesting to note that MSTS follows 
this same practice on some of its tankers, and certain of its intra-island 
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LST*s in the Pacific which are manned by Japanese crews provided in a like 
manner. 

In 1905 the Collier Service was reorganized into the Naval Auxiliary 
Service and expanded to include all types of supply vessels. These ships 
continued to be manned by civilian crews. 

Not wishing to be caught again without means to supply its garrisons 
overseas, the Army decided to buy enough ships to guarantee adequate ocean 
transportation. A total of 21 ships were purchased, mostly from British 
sources. The ATS established a regular steamship service. In 1898, regula- 
tions provided for two home ports, at New York and San Francisco. The perma- 
nent complement of each troopship was to include a civilian master and an Army 
officer called a transport quartermaster— the forerunner of the present day 
commanding officer, military department. In 1901 the Secretary of War deciled 
that commercial interests could supply the outposts in the Atlantic, so he 
abolished the ATS in the Atlantic. The service continued in the Pacific, how- 
ever, with regular water transportation provided not only for the War Depart- 
ment i but also for the Interior, Post Office, and Navy Departments, as well as 
others. 

Commercial shipping interests at this early date were attempting to 
abolish this government venture into the shipping business. The Quartermaster 
General successfully countered the pressure, with arguments showing the savings 
made by use of the ATS service as compared with similar commercial services. 

By 1914, the service owned 18 oceangoing ships. 
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The First World War 

Situation at the outbreak of war . —The Naval Auxiliary Service and the 
Array Transport Service were both geared to peacetime operations, and were ill 
prepared for rapid expansion. The Navy bad but 18 ships manned by 225 civ- 
ilian officers and 1,000 men. The ATS consisted of six troop transports of 
Spanish-Araerican War days, all ex-merchant ships and relics. The American 
merchant marine was still at a low ebb, lacking ships and trained men. The 
Shipping Board tackled the task of obtaining bottoms through foreign purchases, 
foreign charters, seizures, construction, and even use of the right of angary. 
The Emergency Fleet Corporation, a branch of the Shipping Board, directed the 
government's shipbuilding program. As ships became available they were allo- 
cated by the Shipping Control Committee. 

Wartime operations .— The Army had planned on using civilian-manned 
vessels for the operation of its transport and cargo ships as had been done 
in previous years. The difficulty of obtaining and retaining civilian crews 
led to the practice of bareboat chartering (chartering a ship without equip- 
ment or personnel) of ships for government operation with Navy crews. 

Finally, by the end of 1917, the Navy agreed to man all troopships and 
hospital ships, ships engaged in the service of the Army and Navy, as desired 
by these departments (meaning that practically all such vessels would be Navy 
manned), and commercial ships engaged exclusively in trade to ports within the 
war zone. 

The Naval Auxiliary Service found itself unable to handle the problems 
thus thrust upon it. To replace it, the Cruiser and Transport Force was or- 
ganized to carry troops, and the Naval Overseas Transportation Service (NOTS) 
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to carry cargo. The civilian Naval Auxiliary Service personnel were given the 
opportunity to go on active duty with the Naval Reserve Force. 

The AEF was transported to Europe through the joint efforts of the Navy, 
Army and the British. The Cruiser and Transport Force transported the troops 
and conducted convoy operations enroute, the Army organized efficient terminal 
operations, loading and unloading the ships. The British furnished many of 
the ships needed to lift the troops. By November 11, 1918, the Cruiser and 
Transport Force numbered 24 cruisers and 40 transports, manned by 3,000 offi- 
cers and 42,000 men. After the war tltis fleet expanded to 149 ships, to con- 
duct an operation similar to World War II* s "Magic Carpet.” 

The NOTS was established as an emergency service to transport supplies 
to the AEF in Europe; coal, fuel oil, and mines for naval purposes abroad; 
food cargoes to Europe and the Near East; and to protect this shipping through 
use of the convoy system and an armed guard. Vessels assigned were auxiliaries 
which could not be construed to be fleet auxiliaries or district craft. They 
were maintained by district supervisors under the direction of several com- 
mandants of Naval Districts. Personnel came from regulars, ex-merchantmen, 
and recruits. By the end of the war NOTS was assigned 465 cargo ships, 17 
colliers, 22 reefers and 40 tankers. 

Unregulated flow of troops and supplies into the port areas under con- 
trol of the Army indicated the urgent need for coordination. In August, 1917, 
an Embarkation Service in the Office of the Chief of Staff was established. 

The absorption by this Service of so much of the work of the Quartermaster 
General*s Transportation Division had, by June, 1918 gone so far that this 
latter Division was disestablished. Later, in March, 1919 the Embarkation 
Service was consolidated with the Inland Traffic Service to form a single 
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transportation agency designated the Transportation Service, to function out- 
side of the General Staff, but under its broad supervision. 

Between the Wars 

Postwar doldrums .-- During the first World War an exceptional degree of 
coordination between the Army and Navy had been achieved, the Amy being cast 
in the role of a shipper service, and the Navy a carrier service. The Array 
had gone far towards integrating all transportation matters under single auth- 
ority. Although the Navy operated separate fleets for personnel and cargo, 
clear lines of demarcation had been established. In line with the spirit of 
isolationism and apathy toward the military, transportation activities in both 
the Army and Navy declined during the 15 years after the war. 

The Naval Transportation Service .— With the return to peacetime tasks, 
and the return of the Army transports to Army operation there was no longer a 
need in the Navy for two separate organizations to handle personnel and cargo. 
So on 7 July 1920, CNO established the Naval Transportation Service (NTS) in 
the office of CNO. Two transports were assigned, the "Hancock" and the 
"Henderson," and 22 cargo and fuel ships. 

NTS port directors .— CNO was convinced that a greater degree of control 
over Navy cargo passenger and cargo ships was necessary. To accomplish this 
he issued an order establishing NTS port directors* Officers in several of the 
Naval Districts were ordered to additional duty to control NTS ships while in 
the ports of those districts. His duties were to coordinate the activities of 
these vessels in regard to operations, including port movements, personnel, 
material, including repairs and supplies. 

Decline of NTS . — This flurry of interest in naval transportation was 
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shortlived. The assigned ships declined from 24 in 1920 to an average cf ten 
for the next ten years, to support fleet operations in the Atlantic, Pacific, 
Caribbean and at the Asiatic stations. By 1932 the port director offices 
were gone, and from 1933 to 1936 the ships assigned dropped to a new low- 
seven. This decline was undoubtedly due to the lack of a strong central al- 
ministration office and field offices. Lack of appreciation of the signifi- 
cance of this function within the Department may also have been a contributing 
factor. 

Planning for War .— When war broke out in Europe on 1 September 1939, 
the Army owned only two freight transports and six combination cargo-passenger 
ships. Nevertheless the Army was in a better position organizationally to ex- 
pand than was the Navy. Operations of the nine ships under the technical cog- 
nizance of the NTS remained with the Ship Movements Division of CNO. With no 
central organization, NIS was hopelessly weak and inadequate for the task that 
impended. 

In February, 1939 attempts were made to reorganize NTS and some steps 
were taken in that direction. Other problems persisted. NTS not only had 
difficulty in acquiring new vessels because of the general shortage of suitable 
merchant ships, but when such ships were obtained they often quickly passed 
under the control of operational commands other than MTS. Throughout this 
period both the Army and Navy were compelled, in the absence of any requisi- 
tioning authority in the Maritime Commission, to deal with private owners, 
either directly or through the Maritime Commission on the basis of voluntary 
sale or charter. 

Joint Agreement of 1941 .— Early in 1941 the Army informally expressed 
concern over its probable inability to cope with the union-controlled crews of 
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its ships during an emergency. CNO thereupon wrote to the Army Chief of Staff 
suggesting a board to study the problem of manning Army transports with Navy 
crews. The Planning Committee appointed pursuant to this suggestion recom- 
mended that the Army surrender operation of its transport service to the Navy 
during the emergency, and that the Navy, during the emergency, should be 
charged with the mission of overseas movement of Army forces, equipment and 
supplies, and that the Army Transport Service should be transferred to the 
Navy. These recommendations were approved by both Secretaries in a matter of 
days. 

Although the Navy made every effort to carry out this commitment, it 
failed to do so, largely for reasons beyond its control. The Navy was unable 
to obtain crews to man the Army transports. The Army had to continue to de- 
velop its own shipping during this period. 

In the summer of 1941, the Army found that decentralization of its 
transportation responsibilities was definitely a handicap. To overcome this, 
the Supply Division of the General Staff (G-4) expanded and assumed more auth- 
ority required to effect coordination. The trend was toward centralization. 
This was not so in the Navy. NTS lacked an official director, was not yet 
established as a separate division, and remained a subordinate agency in the 
Navy Department without authority or prestige. The port director offices which 
had been re-established in October, 1939 were about the only bright spot in 
the picture. The weakness of NTS jeopardized the entire overall operation. 



World War II 



Establishment of coordination in shipping .— With the onslaught of war, 
the nation*s military and civilian leaders were faced with the grave task of 
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transforming almost overnight inactive and secondary organizations into stronj 
centralized agencies able to cope with major wartime operations. We have seen 
already that the Navy failed in its intention of taking over and operating the 
Army transports. Now, it soon became apparent that a special agency was needed 
to coordinate and control ocean shipping on a government-wide basis. This 
hiatus was closed upon the establishment of the War Shipping Administration, 
whose administrator continued to serve as the Chairman of the Maritime Com- 
mission. WSA was given authority to contcol the operation, purchase, charter, 
requisition and use of all ocean vessels under the United States flag except 
combatant, auxiliary and transport vessels of the armed services, and coast- 
wise vessels. It allocated ships under its jurisdiction to the Navy, Army, 
other government agencies, and allied governments. This in effect divided 
basic operational control of merchant shipping into three types— Army, Navy 
and WSA. 

WSA relieved the armed services of much burdensome detail in such re- 
sponsibilities as ship operation, maintenance, fueling and manning. The tasks 
of loading and port operations, both in the United States and abroad were per- 
formed by the services themselves; this applied not only to their own ships 
but those allocated to them for use by WSA. Allocation of ocean merchant ship- 
ping, then, was coordinated by WSA, and, except for relatively small numbers 
of ships owned or chartered by the Army and Navy, and controlled directly by 
those forces, all shipping constituted a pool under WSA control. 

The Joint Military Transportation Committee .— An agency of the Joint 
Chiefs of Staff, this Committee, staffed by personnel from the Army and Navy 
transportation services, served to coordinate military transportation require- 
ments with WSA and others, and to safeguard essential military interests in the 
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constant competition for shipping allocation. 

The Naval Transportation Service .— »Nrs was established as a separate 
division in the Navy Department on 26 January 1942. Its area of responsi- 
bility was less since the termination of the Joint Army-Navy agreement and 
the establishment of WSA, but it still had problems of great complexity— pro- 
curement of nonmilitary vessels for use as naval auxiliaries and for its own 
use, determination of naval requirements for ocean transportation of personnel 
and materials, and administration of the system of port directors in the ports 
of this country and overseas where established. 

Even though approximately 4,000,000 deadweight tons of merchant shipping 
were under the operating control of the Navy at the end of the war, ships 
operated directly by NTS numbered but about a dozen. NTS played a very minor 
role as an operating agency; it had more to do as a procurer of naval aux- 
iliaries. Extreme decentralization of operating control was one of the reasons 
for this. As soon as a ship was acquired by NTS it passed into the hands of 
one of the service forces. Also much of the overseas movement of cargo to 
naval overseas bases was moved in ships allocated to the Navy by WSA who re- 
tained operational control. NTS was not even concerned with the transportation 
of bulk petroleum products. The service forces operated commissioned fleet 
oilers and The Naval Allocated Tanker Service under the Assistant Chief of 
Naval Operations for Material exercised operational control over merchant tank- 
ers allocated by WSA. Even though many plans were propounded to re-establish 
NTS as an operating agency, nothing materialized but further confusion. It 
can be said fairly that during the early part of the war, the Navy had little 
real understanding of the nature of its task in the field of ocean transporta- 
tion. It was learning a new trade while working under unprecedented conditions 
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Decentralization also weakened the NTS port director offices. These 
offices were not uniform and in many cases were not under real control of 
NTS. Overseas NTS had not much in the way of organization and no identity. 

NTS had planned to exercise central control and supervision of vessel turn- 
around through these port directors, but when contact and control were lost 
NTS*s objectives were seriously handicapped. 

Army Transportation . — In March, 1942 a Transportation Service was es- 
tablished as one of the components of the Services of Supply by taking over 
the responsibilities of the transportation branch of G-4 and the transpor- 
tation division of the Quartermaster General. The new Chief of Transportation 
was also given responsibility for ports of embarkation and holding and recon- 
signment points. To overcome problems of organization and allegiance a Trans- 
portation Corps was created in July of 1942 which further integrated the Ar.ny*s 
transportation service. 

During the war the Army expanded its port system, greatly improved its 
traffic handling techniques, reduced voyage and turnaround time as much as 
local conditions would permit, and developed new and better cargo handling and 
shipboard stowage practices. 

By the sunnier of 1945 the Army had 1,706 ships of 1,000 gross tons or 
more, of which 261 were troop or hospital ships and 1,445 cargo ships. These 
1,706 ships had a cargo capacity of more than 16 million measurement tons, and 
a passenger capacity of 620,000. Of these ships 186 were under full Army manager 
ment, 40 were Army owned and 144 were under bareboat charter. 

Military and civilian personnel manned the Army owned and bareboat-char- 
tered ships. The crews were civilian, the medical staffs. Army personnel; the 
armed guards were mostly naval personnel; communications included all three 
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categories; transports included Army transport commanders; the cargo ships had 
ship transportation officers. That this conglomeration of manning categories 
caused some ticklish personnel problems is certainly not surprising. 

The Navy did provide some naval crews for Army transports in the ser- 
vice of the Army. They included 30 converted cargo ships and 20 wartime 
passenger ships which would be used in forward areas. The Navy was also re- 
sponsible for maintenance of these ships. The Army controlled their schedules, 
loading and unloading, mostly at Army piers. 



Conclusions Drawn from History 

Lessons learned .— What lessons can be drawn from this brief review of 
military sea transportation? What common patterns can be established, and to 
what do they point? The following are perhaps the most significant: 

1. The need to transport military personnel, equipment and supplies 
over water arose during every conflict in which this country has 
been engaged. In recent decades the magnitude of the require- 
ment has increased several fold. 

2. In all instances no nucleus fleet existed of sufficient size 
and adequate types to satisfy emergency demand until reserves 
could be mobilized. 

3. Since the 1870*s a lack of ships and trained seamen to sail 
them has been evident. The merchant marine has not been large 
enough to begin to satisfy military shipping requirements. 

4. Strong, centralized ocean transportation services within the 
Army and the Navy with sufficient authority and prestige to 
organize and execute major wartime operations have been missing. 

5. A government-wide shipping agency to coordinate and control the 
allocation of shipping has had to be created after war began. 

6. Duplication of shipping services within the armed forces has 
generally been the case. The Army and the Navy has each or- 
ganized its carrier service. 
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Improvements Indicated .— The deficiencies listed above manifestly 
pointed to the need for certain improvements in the manner in which the gov- 
ernment organized its ocean transportation requirements for war. These may 
be listed as follows: 

1. A shipping coordination and control agency in existence. 

2. A strong and healthy merchant marine in being. 

3. A single, centralized agency responsible for providing carrier 
service for the armed services, Army, Air Force and Navy, with 
sufficient authority and prestige to rapidly expand in an emer- 
gency. 

4. A nucleus fleet, under the operational control of the single 
carrier service, of adequate size and consisting of suitable 
types to satisfy emergency shipping requirements pending mo- 
bilization of the merchant marine and availability of new 
construction. 

It shall be seen in the following chapters of this paper to what extent 
the deficiencies outlined above have been remedied. 

ESTABLISHMENT OF MSTS 

The Postwar Situation 

In the Army .— The Army Transportation Corps working through the Army 
Transport Service reduced its wartime organization and war fleets as soon as 
shipping requirements had stabilized in 1946. This was done without any major 
organizational changes. By the end of 1949 the Army possessed the most modern 
fleet it had ever had, consisting of some 200 ships of varying kinds, including 
P-2 transports, C-4*s and C-3*s, Victory ships and a number of miscellaneous 
types. Many conversions had been accomplished with accent on economy, effi- 
ciency, and comfort in the postwar fleet, to meet the peacetime transportation 
requirements of military personnel and their dependents to overseas stations 
all over the world. 
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In the Naw .— Sweeping organizational changes were effected in the Navy. 
In the office of CNO was created a DCNO (Logistics) one of whose functional re- 
sponsibilities was transportation. Reporting to him was the Assistant Chief 
of CNO (Transportation), responsible for providing all railroad, highway and 
sea transportation for the Navy. In October, 1945, NTS was reorganized anl 
placed under ACNO (T). Its mission was to operate all ships assigned to the 
Naval Transportation Service. 

In 1949 this agency was operating 6 AP's, 4 APA's, 12 AKA's and 16 AO's. 
The 16 AO's were, however, under the operational control of the Petroleum and 
Tankers Branch, OP-422, in the office of the Chief of Naval Operations. This 
office was responsible for the transportation of all bulk petroleum products 
to meet the world-wide requirements for all the armed services. The Petroleum 
and Tankers Branch maintained close working relationships with two other agen- 
cies not part of the Navy transportation organization: the Munitions Board 
Joint Petroleum Committee, the top planning and coordinating unit for the 
armed forces in petroleum matters, and the Armed Services Petroleum Purchases 
Agency, which buys petroleum products for all the armed forces. 

Events Preceding the Establishment of KSTS 

Preliminary discussions . — Early in 1946 it was again proposed that the 
Navy assume responsibility for sea transportation for all the armed forces. 
General of the Army Eisenhower, Chief of Staff of the Army, and Fleet Admiral 
Nimitz, Chief of Naval Operations, quickly came to an agreement in principle. 
Financing problems under peacetime conditions slowed down further progress 
until the Joint Chiefs of Staff agreed to have the JMIC make a study of the 
situation. Their report, and others made by ad hoc committees and various 
subcommittees, formed the basis for a series of discussions. Further impetus 
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for consolidation of the Army and Navy transport services came with the pas- 
sage of the National Security Act of 1947, section 202 of which directed the 
Secretary of Defense to take appropriate steps to eliminate unnecessary dupli- 
cation <c overlapping in the field of transportation, among other areas. 

Basic agreement reached .— In December, 1948 the Joint Chiefs of Staff 
came to an agreement on basic issues, and recommended to the Secretary of De- 
fense that he "approve in principle the assignment to the Navy of the responsi- 
bility for the operation of sea transport for the Armed Services." If he ap- 
proved the JCS would direct the JMTC to make a study and submit details and 
procedures to be followed in assigning the Navy this responsibility. The 
recommendation was approved on 15 December 1948. 

The Joint Military Transportation Committee found very soon that de- 
termination of details and procedures was indeed a thorny problem. Some of 
the problems to be resolved were: (1) Did "operation" of sea transport mean 

title to the Army ships by the Navy? (2) Was the Navy to assume all oper- 
ating costs? (3) Did the Navy’s responsibility include operation of shipsiie 
facilities and terminals? (4) Would the Army continue to budget for its trans- 
portation requirements, or would the Navy budget for the requirements of the 
three services? (5) If so, how would the combatant strength of the Navy be 
protected if the cost of financing the new service came out of the regular 
Navy appropriation? 

SECDEF ends the confusion .— The problem became highly controversial and 
confused and was never resolved by JMTC or the other special committees formed 
for the purpose. Finally the Secretary of Defense stepped in and by a memo- 
randum to the Joint Chiefs of Staff dated 12 July 1949 prescribed the broad 
basic method by which the Military Sea Transportation Service would be financed. 
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Here is tvhat the Secretary decided: 

1. Each Department will include within its annual budget a 
request for funds sufficient to pay MSTS for services 
rendered. 

2. MSTS will establish a system for distributing operating 
costs to shipper services, preferably on the basis of a 
tariff applicable to all Services regardless of the method 
of shipment utilized. 

3. The basis used for distributing charges will include oper- 
ating costs except, (a) military personnel assigned to 
MSTS, (b) military or civilian personnel required for 
mobilization planning, and (c) military or civilian per- 
sonnel required by offices and bureaus of the Navy Depart- 
ment, not required full-time in the operation of MSTS, and 
other such overhead items. 

4. Pending establishment of such procedures, funds already 
appropriated to the Army and Navy for sea transportation 
will be consolidated in an operating account to be admin- 
istered by MSTS. 

5. The procurement of new ships or other capital items will 
be a National Military Establishment responsibility with 
the Navy responsible for presenting estimated requirements. 

Even after this guidance from the Secretary of Defense, delay occurred, 
until finally on 24 July 1949 General Joseph T. McNarney, acting for the Secre- 
tary, informed each department that the time for discussion was over and that 
he wanted a directive in his hands within 26 hours. This was done. The Secre- 
tary of Defense signed the measure on 2 August 1949. MSTS was a fact. 

The basic directive .— The principal points included in the directive 
establishing MSTS follow: 

1. MSTS is to provide, under one authority, control, operation 
and administration of ocean transportation for personnel 
(including the sick and wounded), material (including pe- 
troleum products), mail and other cargoes for all agencies 
or departments of the Department of Defense (excluding per- 
sonnel and cargo transported by units of the fleet), and as 
authorized and directed for other departments and agencies 
of the government. 
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2. MSTS should consist initially of the government-owned ships 
now assigned to the Army and Navy for the purpose of provid- 
ing sea transportation for personnel and material, all other 
vessels acquired for the purpose, together with personnel, 
facilities and equipment necessary to support the operation. 

Ships used by the Department in harbors or inland waterways 
are excluded. 

3. MSTS will be commanded by a flag officer appointed by CNO 
subject to approval of the Secretary of the Navy. 

4. MSTS will establish, control and administer organizations 
ashore, world-wide, necessary to support the operation. 

5. Procurement of vessels by bareboat, time and voyage charter 
and the procurement of space in commercial shipping as nec- 
essary is authorized. 

6. MSTS shall establish a system for reporting requirements for 
transportation of passengers and cargo by the three services 
and for such other operational information as may be necess- 
ary. 

7. MSTS shall administer priorities for sea transportation of 
material and personnel in accordance with policies estab- 
lished by the JMTC, coordinate the preparation of recom- 
mendations for the design, specifications and equipment cf 
transport vessels, and the control and administration of 
maintenance of USTS-owned vessels plus vessels under bare- 
boat charter. 

8. MSTS shall prepare plans for employment and expansion in time 
of national emergency, develop and maintain cost accounting 
records and operational statistics as will reflect the de- 
gree of economy and efficiency of MSTS operations and its 
utilization of funds, manpower and equipment. 

9. Movement of cargo of the three armed services to the side of 
the ship is a responsibility of the Department owning the 
cargo, as well as loading and unloading operations. Responsi- 
bility of MSTS for cargo begins when the cargo is finally 
stowed on board and accepted by the commanding officer, and 
terminates when the cargo is accepted free on board at des- 
tination. 

10. MSTS will control all passengers. By agreement, administra- 
tive control may be exercised through commanders of personnel 
assigned by the Armed Services concerned. 

PLATE I depicts the mission of the Military Sea Transportation Service 
in brief outline form. 
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SECDEF directive implemented . — Although the Army and Navy agreed thay 
would need six months to prepare the necessary plans and procedures to imple- 
ment the directive, the Secretary of Defense gave them 60 days. No detailed 
plans for transferring Army ships, personnel functions and responsibilities to 
the Navy existed, nor did the Navy have any definite ideas regarding the ulti- 
mate type and size of the new organization. Rear Admiral W. M. Callaghan, a 
former chief, Naval Transportation Service, and prospective Commander, MST3, 
and his staff worked furiously with Major General F. A. Heileman, the Army 
Chief of Transportation and his staff to formulate the necessary agreements 
and procedures. 

By 2 September 1949, preliminary agreements were reached and incorpor- 
ated in a document entitled ’Terms of Reference, Preliminary Agreements and 
Procedures to be Used in Effecting the Establishment of the Military Sea Trans- 
portation Service.” These Terms of Reference, still used as a basis for de- 
termining permanent policies and procedures, included a time schedule under 
which full consolidation could be phased. Although only a nucleus of officers 
had been assigned in the headquarters and field offices, planning had gone 
forward sufficiently to permit Admiral Callaghan to assume command on schedule. 
So, on 1 October 1949, the fiilitary Sea Transportation Service became a re- 
ality. On the same day the Naval Transportation Service was disestablished 
and all ships and personnel assigned to NTS were transferred to M3TS. No 
physical transfer of Army ships to the Navy was effected at this time. 

The SECDEF directive allowed a six-month period of transition during 
which many of the services required to support shipping operations continued 
to be supplied by the Army and the Navy. No better example of inter-service 
cooperation could be found than that provided by the efforts of Army, Navy and 
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Air Force personnel working side by side in building a single agency to serve 
all of them. Thanks to this spirit of cooperation, the changeover from Army 
to Navy operations was virtually complete by 1 March 1950. M5TS was now a 
going concern. And well it might be! Nine months after activation, on 25 June 
1950, the Korean war began and MSTS had to be expanded quickly. 

Conclusion . --This concludes the descriptive historical review leading 
up to the establishment and implementation of the Military Sea Transportation 
Service. It can be seen clearly that this new agency established to control 
and operate sea transportation requirements of all three of the armed services 
was a logical development that perhaps was overdue. Its success in rapidly 
expanding to meet the huge demands placed upon it by the Korean conflict was 
striking evidence of the soundness of its concept and organization. 



CHAPTER III 



ORGANIZATION OF THE COMMAND 
Command Relationships 

An Agency of the Department of Defense 

Department of Defense ,— As has been seen, MSTS was established under 
authority vested in the Secretary of Defense by a Directive of the Secretary 
of Defense of 2 August 1949. The significant feature to be noted is that fclSTS, 
as the sole agency of the Department of Defense for providing oceangoing trans- 
portation for all the Armed Forces, serves not only the Navy, but the Army, 

Air Force, and other government departments as may be directed by the Secretary 
of Defense. Its personnel and equipment are wholly Navy-owned, as contrasted 
to MATS whose personnel, planes and equipment are contributed by the Navy and 
the Air Force. 

Another unique feature of MSTS from which it differs from other oper- 
ating forces of the Navy is that it is military and civilian in character. It 
employs Navy and civilian personnel, and it utilizes commissioned United States 
ships as well as many privately owned ships. As a matter of fact between the 
fiscal years 1952 and 1955 between 64% and 75% of total operating costs of 
MSTS were paid to the private maritime industry. 

MSTS maintains close continuous contact with five major activities of 
the Department of Defense: the three military departments, the Armed Services 
Petroleum Agency (ASPPA), and the Joint Military Transportation Committee 
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(JMTC). 

The Military Departments .— The Army, Navy and Air Force are the three 
most important customers of MSTS. MSTS receives consolidated forecasts of 
passenger and cargo requirements from each of the Departments that are used as 
a basis for acquiring the necessary shipping. Such matters as space assign- 
ments, priorities, booking, billeting, schedules, routing, stevedoring, security 
of cargo form the bulk of the relations with the Departments. Each military 
service provides a liaison officer both at headquarters, MSTS, and at the sub- 
ordinate commands for coordination and exchange of information. 

Armed Services Petroleum Purchasing Agency .— This agency of the Depart- 
ment of Defense receives requirements for bulk petroleum products from each of 
the Services, purchases and positions requirements, then arranges with MSTS 
for transportation. As shall be seen, tanker operations are centralized at 
headquarters, MSTS instead of being delegated to the Area Commands. 

Joint Military Transportation Committee .— JMTC was established in May, 
1943 on a formal basis to coordinate military shipping requirements for ocean 
transportation as an agency of the Joint Chiefs of Staff. The basic SECDEF 
directive of 2 August 1949 made MSTS responsible for certain control, opera- 
tional and administrative functions, "subject to priorities and policies as 
directed by the Joint Chiefs of Staff (Joint Military Transportation Com- 
mittee). ..." The same Directive states that one of the functions of MSTJ 
is the "administration of priorities for sea transportation of material and 
personnel of the Armed Services in accordance with policies and procedures 
established by the Joint Military Transportation Committee." 

OPNAV INSTRUCTION 5440. 20A of 6 October 1953 is another basic directive 
governing the Military Sea Transportation Service. MSTS*s inability to meet 



) 















. 

, 












, 












.1. , Wi _ 






» m r 






. ■ • 

. 

. 

", • ' * ' * UU2 i > «to «• t » • •• • * '• *■ 

. **. «l .. • ‘-#i. IIQI * 

*. >!•*<. I. iv 



• < 









4 



<>•>/ ii». i * 












.... 
























28 

shipper service requirements, or any complaints of a Service regarding the 
adequacy of sea transportation or type of accomodations which cannot be re- 
solved by the Commander, MSTS will be referred to the Joint Military Trans- 
portation Committee for such action as the Joint Chiefs of Staff may direct, 
according to the aforementioned directive. The Chiflf of Naval Operations has 
directed the Commander, MSTS to refer any such inability, or any complaints 
about the services rendered to him prior to referral to the JMTC.* 

National Shipping Authority .— NSA is an agency under the Maritime 
Administration established on 13 March 1951 to direct operations of the mer- 
chant marine where the national interest is involved. More specifically, NSA 
concerns itself with the following matters: charter, operation, repair and 

reconversion of Maritime Administration-owned or acquired merchant ships, main- 
tenance of reserve fleets, maritime labor policies, and recommendations for 
purchase, charter or requisition of merchant ships for government use. 

The Maritime Administration is an agency under the Department of Com- 
merce. In order to come to a full understanding of policy in regard to the 
size of the MSTS Nucleus Fleet, which shall be discussed more fully in later 
chapters, and the priority of utilization of the various kinds of services pro- 
vided by the privately-owned fleets, the Department of Commerce and the Depart- 

o 

ment of Defense signed a Memorandum of Agreement on 1 July 1954. 

The Department of Defense recognized the need for and the value of a 
civilian shipping authority with broad powers of control over merchant shipping, 

*CNO letter ser 13U9P40 of 8 October 1953, to the Commander, MSTS. 

^Department of Defense Instruction Number 5030.3 dated 20 October 1954; 
subject. Memorandum of Agreement between the Department of Defense and the De- 
partment of Commerce, dealing with the Utilization, Transfer and Allocation of 
Merchant Ships. 
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but made it clear that military drafts on such pooled ships must be met. ISTS 
will, therefore, call on NSA for its needs for merchant vessels (non-combatant) 
to meet all military necessities. Further, W3TS in peacetime will be guided 
by the general policy of the Department of Defense to use privately owned and 
operated ships to the maximum extent practicable. In wartime MSTS will follow 
the same policies, with due regard, however, to specific conditions in the 
combat area. 

The Memorandum of Agreement also defined the important question of the 

"permanent” size and composition of the Nucleus Fleet. An MSTS Bulletin 

described the Nucleus Fleet as follows: 

Ships are considered to be in two categories— the Nucleus Fleet of 
Navy-owned and operated ships, and the Commercial Fleet of privately- 
owned and operated ships. 

When MSTS came into being it was expected that the Nucleus Fleet 
would remain more or less constant while the private maritime indus- 
try would supply through charter or by operating Government -owned 
ships under contract, the remaining sea transportation needed to 
carry out the mission of the service. 

It was agreed that under present world conditions, the Nucleus Fleet 
assigned to MSTS would approximate the following number of ships by types: 

(a) Transports— 56; (b) Dry Cargo— 28; (c) Reefer Cargo— 6; (d) Tankers-61; 
(e) Aircraft Carriers— 2; and (f) Miscellaneous Small Craft— 57. 

It was further agreed that shipping requirements in addition to the MSTS 
Nucleus Fleet would be furnished first by United States flag berth space (very 
expensive); second, by time or voyage charter; third, by shipping provided by 
NSA under General Agency Agreement (similar to time charter); and fourth, by 
foreign flag shipping to meet urgent military requirements in the event United 

3 

"How MSTS Conducts Its Operations," MSTS Magazine . October, 1954, p. 9 



AS DIRECTED IN MEMORANDUM OF AGREEMENT BETWEEN THE 
DEPARTMENT OF DEFENSE AND THE DEPARTMENT OF COMMERCE. 
DATED AUG. 1954. ALL MERCHANT SHIPPING CAPABILITY REQUIRED 
IN ADDITION TO THAT PROVIDED BY THE MSTS NUCLEUS FLEET 



I s - 

< 



£>- 

uh 

2“ 

UJ© 

£Si 

50- 



to 

du> 

5Z 

X* 



uis 

Sz 



Old 

00 

Q2 

UJ< 



cog] 
a 

CQQC 

.a. 



Ld 

o 

CO 



oc 

UJ 

m 

cd 

< 



co 

UJ 

_j 

CD 

< 

-J 

I 

U. 

o 

z 

o 

£ 

N 



X 

< 



h- 

CO 

QC 



PLATE II 



- W 
Ssi§ 

I3| 

o<z 

UJ UJ P 
hQ h 
^<h 
^50. 
OC Id 
Q - >] X 



(O 

DC 

O 



UJ — UJ 



CD 



CD 



O < 

— QC 
CO UJ 
UJ Q_ 
QC O 
O T 

X QC 

oy 

— CD 
X 

W rJ 



— I I— 

-2g 

QC CD 

5 h- 

O UJ 
UJS 

QC 



5 Ij ^ 

^ O CO 
U- > QC 

°co£ 

QC ^ 5 



x Q-* 

o < o w 

X ^ s 

J8 S 

>o£ 

QC < -j 
OJQ 
UJ ^ 2 
2 CO C 
l-Dffl 



UJ 

CD 



O 

J- 

>- 

QC 

< 

CO 

CO 

UJ 

o 

UJ 



Q 

U 

UJ 

CO 



>- 

t 

QC 

O 

X 

I- 

< 

cd 

E 

cl 

X 

CO 



UJ 

2 

UJ 

UJ 

QC 

CD 

< 

>- 

o 



>- 

CD 



< 

O 

CO 
UJ 

o 
o 

S CO 



UJ 
CD 
O < 
UJ , 

| ;< 

oS 

QC 7 
UJ 

o cd 

jr 0:1 

CL ill 



Q 

QC 






QC 

ui=> 

m ^ 
CD ill 

< UJ 

=*2 

Ip 

I- CD 



■*" CL 
CO CL 

£ < UJ 
XJ^S 
CO UJ 

CD ^ £ 

<$25 

-J uj o 

U. QC UJ 

£o< 

OC _J }— 
UJ CL 
X 2 =J 

5Slu2 



QC 

O 



30 



